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other sources of funds for the balancing of the budget and to depart
from the Government policy of abstaining from hampering industrial
development by any increase of taxation. He now imposed an excess
profits tax which was expected to yield a sum of 40,000,000 yen per
annum.

The financial liability imposed by Manchuria upon Japan's national
exchequer fell from 185,000,000 yen in the financial year 1933-4 to
160,000,000 in 1934-5, while the estimate for 1935-6 was 171,000,000.
It was reckoned that something over one-half of this disbursement
flowed back to Japan through trade or private channels, but it is
noteworthy, as was pointed out in the 1933-4 report on economic
conditions by the British Commercial Counsellor in Tokyo,1 that the
net transfer of funds from Japan to Manchuria was apparently con-
sidered by the Government as a part of Japan's payments on foreign
account. 'This may be interpreted', Sir George Sansom observed,
'as evidence that a Japan-Manchuria economic bloc has not yet been
constituted.'

The industrialization of Japan is important to the student of
foreign relations for its bearing on two questions: Japan's vital
national problem of providing for her increase of population, and the
competition in world markets to which this gave rise between Japan
and the Western industrial nations.2 The present survey of Japan's
internal affairs may therefore appropriately close with a short record
of her progress in industrial development in the year 1934.

In spite of measures to curtail unrestricted production in a number
of leading industries, factory production as a whole increased this
year by 32 per cent. Figures covering the first nine months of the
year showed the following rises in the production index: textiles,
11 points; chemicals, 10; pig iron, 24; and steel products, 34. The
large increase in iron and steel manufacture3 was a symptom of the
attention which was being paid to the war-munitions industries and
to the home production of engineering products, especially railway
material, which were required for the development of Manchuria.
Apart from the artificially stimulated heavy industries, the cotton
and rayon industries were those which expanded most, the export
of cotton cloth amounting in 1934 to over 2,500,000,000 yards (an

1  Economic Conditions in Japan 1933-4 (Department of Overseas Trade,
No. 604).

2  See the Survey for 1933, Part I, Section (ii) (h); and G. E. Eubbard,
Eastern Industrialization and its Effects on the West (London, 1935, Oxford
University Press).

3  The Japanese steel output, wMch had doubled in quantity since 1926, was
estimated in 1934 to have reached about 90 per cent, of domestic requirements.